The purpose of this study is to examine the influence of organizational characteristics on the extent of disclosures in the annual reports of non-profit organizations (NPO) in Malaysia. Organizational characteristics and the extent of disclosures are obtained from the content analysis of annual reports of 213 NPOs registered with Registrar of Societies in Malaysia for the financial period 2010. This study provides evidence that the overall extent of disclosure is low. Of the organizational characteristics, this study revealed significant positive relationships between size and some types of funds available to the NPOs. The significant positive relationships between certain types of funds and extent of disclosures in some parts of the annual reports indicate selective disclosure strategies by non-profit managers, thus reducing meaningful transparency in the non-profit sector. Nevertheless, it indicates that non-profit managers are using disclosures in annual reports in managing their inter-organizational relationships in ensuring continuous flow of resources to their organisations.
Introduction
Non-profit organizations (NPOs) are characterized by their dependence on public donations, government funding and fees. According to resource dependence theory (RDT), an organization operating in this environment will survive if they can manage the flow of resources and reduces the uncertainty in their environment (Pfeffer & Salancik, 1978 ). An important strategy in ensuring sustainability of the organization is to communicate relevant information to the current and future resource providers. Failure to communicate sufficient information can lead to negative perceptions regarding the organization's effectiveness in managing their resources and consequently lead to withdrawals of support by the donors and other stakeholders.
Provision of comprehensive information in annual reports of NPOs is an important mechanism in enhancing the credibility of the organization and public trusts. However, as NPOs are generally subjected to less stringent reporting requirements, the information reported can be insufficient as these organizations are less pressured to provide transparent information. In addition, the information disclosed is also subjected to a considerable discretion of the non-profit managers. For example, non-profit managers' disclosure incentives can be influenced by various motivations: to attract greater donations, market differentiation, public trusts and accountability. Such incentives can lead to varying level of comprehensiveness in the information disclosed in annual reports of the NPOs. In addition, it can also reduces the credibility and usefulness of the information disclosed to the various stakeholders. Hence, it is important to understand the factors that influence NPOs' decisions to voluntarily disclose or withhold disclosure of details about their activities and organisations (Gordon, Khumawala, Kraut & Neely, 2010) . Such understanding will provide useful insights into the factors that motivates disclosure decisions of non-profit managers and the effectiveness of voluntary disclosure regime within the non-profit sector domain.
The objective of this study is to examine the influence of organization characteristics on the extent of disclosures in annual reports of NPOs. Specifically, the extent of disclosure will be examined based on information disclosed in the balance sheets, statement of financial activities and notes to accounts. Such examination is expected to provide some insight into the potential motivations for transparency in annual reports of the NPOs and consequently contributes to the deliberations of enhancing transparency of NPOs by various regulatory authorities. review the literature on the relationships between organizational characteristics, and respectively, resource dependence theory and extent of disclosure, from which hypotheses will be developed. Finally, this paper will proceed to the empirical stage of variable measurement, sampling, data analysis, discussion of results, limitations and suggestions for future research.
Financial Reporting Requirements of NPOs in Malaysia
In Malaysia, NPOs comprised of organizations that are either charitable organizations or societies. NPOs with revenue of more than RM1 million can be registered as companies limited by guarantee and must be registered with the Companies Commission of Malaysia (CCM) and is held accountable by the Companies Act of 1965. For NPOs with revenue less than RM1 million, they must be registered with the Registrar of Societies Malaysia (ROS), within the Ministry of Home Affairs, and are held accountable by the Societies Act of 1966.
In relation to disclosure and reporting requirements, there is no specific accounting standard for the NPOs. Nevertheless, NPOs are encouraged to comply with the international financial reporting standards issued by International Accounting Standard Board and adopted by the Malaysian Accounting Standard Board or reporting standards applicable for private entities in the preparation and presentation of their financial statements. NPOs registered with ROS are required to submit Form 9 that consists of the statement of receipts and payments of the last financial year, together with a balance sheet showing the financial position of the last financial year to the ROS within sixty days after holding its annual general meeting. Other statements such as cash flow statement, statement of changes in general fund and notes, a summary of significant accounting policies and other explanatory notes are not required by the ROS. The overall disclosure and reporting requirements of NPOs in Malaysia reflect a minimum regulatory requirement environment.
Literature Review and Generation of Hypotheses

Resource Dependence Theory, Organizational Characteristics and Disclosures
The resource dependence theory (RDT) posits that the structure and behaviour of an organization can be explained by its resources (Pfeffer & Salancik, 1978) . The theory suggests that as an organization is unable to generate all the required resources for it to survive, it must depend on external resources. In other words, the organization must establish some relationships with other organizations or institutions because they need to acquire resources that are currently scarce within their own organization (Oliver, 1990; Thibault & Harvey, 1997) . A wide body of empirical research on disclosures in for-profit organizations highlights that disclosure in annual reports is an important mechanism for managers to communicate the activities and performance of their organizations to other organizations (Healy & Palepu, 2001; Hossain & Hammami, 2009) . In this context, Latridis (2008) found that disclosure is required because managers are generally held responsible to meet certain business and financial targets.
Drawing on this literature, this study proposes that disclosure in annual reports of NPOs can be a useful mechanism in establishing inter-organizational relationships with other organizations or insitutions. The ability of an NPO to establish these relationships is expected to result in the flow of resources to the organization. For example, Trussel and Parsons (2008) find that certain characteristics of NPOs are associated with donation decisions. This in turn suggests that NPOs with certain characteristics are associated with more comprehensive disclosures of information in their annual reports in their efforts to manage their dependency relationships with the current and potential resource providers. This study focuses on two types of organizational characteristics: size and types of income of the organizations, and their influence on the extent of disclosures in annual reports of NPOs.
Size and Extent of Disclosures
Prior literature on disclosures in for-profit and NPOs has identified organizational size as an important capacity factor in determining the extent of disclosures (Saxton, Kuo & Ho, 2011; Verbruggen, Christiaens & Milis, 2011) . Larger organizations are expected to have more capacity in the preparation and presentation of information in their annual reports. As such, it is generally expected that larger organizations are associated with more comprehensive disclosures in their annual reports. However, as an organization grows, it becomes more visible and is more likely to encounter greater scrutiny by regulatory authorities and other stakeholders (Luoma & Goodstein, 1999) . As such, larger organizations may be less motivated to disclose more comprehensive information in their annual reports.
In addition to the capacity factor, organizational size has been argued to be an important determinant of the extent of disclosures from a reputation perspective. This stream of literature (Trussel & Parsons, 2008) argues that organizational growth can only be achieved when a non-profit entity is able to continue to generate revenues www.ccsenet.org/ass Asian Social Science Vol. 9, No. 1; 2013 over a number of years. In other words, size may represent an organization's ability to attract revenues and contributions from external organizations and institutions. In generating these financial resources, it is important that an NPO communicate adequate information about their organizations and operations for potential resource providers to make informed donation decisions. Adequate information provides assurance to the donors that their donations will be used appropriately and that the organizations are legitimate and reputable NPOs. Based on these arguments, the following hypothesis is developed:
H1: The size of an NPO is significantly positively related to the extent of disclosures in annual reports.
Funding Sources and Extent of Disclosures
NPOs depend on funds contributed from various sources. Funds may be contributed by those external to the organizations, i.e. from various institutional donors as well as individual donors. In addition, NPOs may also generate funds through charging fees for services, membership fees, sales of assets and other funds generated activities. Irrespective of the source of funds, there is an increasing demand by donors that their donations are used for charitable purposes (Behn, DeVries & Lin, 2010; Zainon, Atan, Wah & Nam, 2011) . Prior literature on NPOs suggests that donors are more likely to donate to organizations that provide adequate information about their organizations and activities (Hodge & Piccolo, 2005; Saxton et. al, 2011) . Hence, these literatures expect a positive relationship between the amount of funds and disclosure levels in annual reports of NPOs. However, as different categories of donors have different levels of knowledge, ability and experience in using the information disclosed for their donation decisions, it is expected that their influence on the disclosure strategy of the NPOs will vary accordingly. The literature on NPOs has generally categorized the funds of the NPOs into three categories: funds generated by specific activities such as membership fees and rental income, funds donated by external organizations, such as from the governments and other institutions, and finally, funds not generated from these two categories as funds from other activities.
NPOs generating large amount of funds from specific activities such as membership fees and rental income are more likely to be managed very similar to for-profit organizations (Froelich, 1999; Trussels & Parson, 2008) . As such, it is expected that the preparation and presentation of their annual reports will be those adopted by the for-profit organizations. In this regards, the non-profit managers are more likely to disclose more comprehensive information in their annual reports to signal that the organizations are managed efficiently for the appropriate charitable purposes. Hence, the following hypothesis is developed:
H2a: The amount of funds generated from NPOs' activities is significantly positively related to the extent of disclosures in annual reports.
Funds generated from donations can also be contributed from large institutional donors, such as government agencies and private institutions as well as small individual donors. Due to their large donations, institutional donors are more likely to demand higher disclosure levels for monitoring purposes. In contrast, the small individual donors are expected to be less sophisticated in relation to their knowledge, ability and experience in understanding the financial statements of the NPOs and as a consequent are less likely to demand higher disclosure levels. Nevertheless, the presence of large donations from institutional donors can also give assurance to smaller individual donors that such NPOs are credible and reputable organizations. This in turn will also increases funding from smaller donors. Overall, NPOs with larger proportion of funds from institutional donors are more likely to disclose more comprehensive disclosure in their annual reports to signal their credibility and reputation as legitimate NPOs. Following this argument, the following hypothesis is developed:
H2b: The amount of funds generated from donations is significantly positively related to the extent of disclosures in annual reports.
In this study, the amount of funds not generated from the above two types of funds are classified as funds generated from other activities. While past literature has provided inconclusive evidence (Parsons, 2007) on the relationships between this category of funds and disclosure levels, this study expects a positive relationship between funds generated from other activities and disclosure levels. This is based on the premise that donors demand adequate information to make their donation decisions even though donors may not always have access to financial statements submitted by the NPOs to the regulatory authorities. Nevertheless, the increasing calls for transparency in the non-profit sector indicate that donors need some information that can provide assurance regarding the NPOs reputation and legitimacy. This leads to the following hypothesis:
H2c: The amount of funds generated from other activities is significantly positively related to the extent of disclosures in annual reports. 
Methods
Sample and Data Collection
The sample consists of 213 societies registered with the Registrar of Societies (ROS) for the financial year 2010. The research approach involves the content analysis of societies' annual reports. Content analysis has been widely employed in prior studies to measure voluntary and mandatory disclosures in annual reports (Hackston & Milne, 1996; O'Donovan, 2002; Clemens & Douglas, 2006) .
Extent of Disclosure
The extent of disclosures in annual reports of societies in this study is measured based on a self-constructed index. The identification of items to be included in the index is guided by the review of prior studies relevant to disclosures in annual reports of NPOs (Beck, Campbell & Shrives, 2010 It is expected that member countries with largely compliance scores are also associated with more comprehensive disclosures in their annual reports. Of relevance to this study, best practices in Singapore, New Zealand and United Kingdom are reviewed. Based on the review of relevant literatures and recommended practices, a list of items to be included under financial reporting practices disclosures is identified. This is followed by discussions with several officials from ROS in order to get insights into the types of information required by ROS for effective monitoring of societies.
Finally, once the disclosure items have been identified, a pilot study of content analysis of annual reports of societies for the year ending 31 December 2010 was carried out. A sample of 20 societies was selected at random for the pilot study. A list of disclosure items disclosed in the annual reports of these societies are extracted and compared against the categories and disclosure items included in the developed disclosure index. Based on this preliminary content analysis, a review of the categories and disclosure items was made and minor modifications were made to the items of disclosure. The final disclosure index contains 60 disclosure items.
A summary of the items listed in the Disclosure Index (DI) is shown in Table 1 . For each society, the extent of disclosure is assessed using an equal-weighted index, where a point is awarded for each item of information disclosed. Disclosure score for each society is totalled and not given any specific percentage as it is considered that each item of disclosure is equally important. This scoring approach is also consistent with prior studies on disclosures in for-profit organizations (Chau & Gray, 2002; Haniffa & Cooke, 2002) . The extent of DI for each society j is constructed as follows:
Where N = number if items expected for j th society, N ≤ 60 d j = 0 to 3 as per rating in Table 2 The index indicates the extent of disclosure for a society j, where N is the maximum number of relevant items a society may disclose and d i is equal to 0 to 3 points as indicated in Table 2 , where the minimum score is zero and the maximum score is 3. The total maximum scores for a company mj is 180 (60 items x 3 points) while a minimum score can be zero. 
Measurement of Variables
There are four independent variables in this study, organizational size, funds generated by NPO, funds from donations and funds generated from other activities. The definition and measurement of variables used in this study are listed in Table 3 . 
Limitations of Study
This study has some limitations with regards to the empirical modeling and variable measurement. First, the empirical modeling does not include other organizational characteristics, such as board composition and types of auditors that could have an impact on the extent of disclosures in the annual reports. Second, non-disclosure of some items in the annual reports may not be applicable to some NPOs as there are no specific framework to guide the NPOs registered with ROS in preparing and reporting their annual reports. Table 4 presents the descriptive statistics on the dependent variable, DI. The results of descriptive statistics for continuous independent variables and control variable are presented in Table 5 . Table 4 reported that the overall extent of disclosures is very low. The mean value for the overall extent of disclosure is 12%. Further analyses also reveal that the mean values for the extent of disclosures in the balance sheets, statement of activities and notes to accounts are 11%, 16% and 10% respectively. It is interesting to note that the minimum values for the extent of disclosures in each of these statements are zero. This indicates that some NPOs in the sample of study did not provide any information with regards to either one of these statements.
Results and Discussion
Descriptive Statistics
The maximum values for all the statements are moderately high, with the highest maximum value of 61% reported for the extent of disclosure in the notes to accounts. Funds from other activities FO (RM) 0.00 9,057,225.00 341,059.00 Table 5 reported that the mean value for size, based on value of assets, is RM635,587.00. While Table 5 reported that some NPOs in the sample has no asset, others are relatively large with a maximum value of RM17,904, 924.00. In relation to funds, the minimum values reported from various sources are zero. The maximum values reported for all these funds range from RM7,151,654.00 to RM9,057,225.00 while the mean values range from RM115,894.00 to RM341,059.00.
Multivariate Analysis
In this study, linear multiple regression is used as the basis of analysis for testing all the hypotheses. The hypothesized relationships are modeled as follows.
Model 1:
Sub-analyses of the above relationships based on the extent of disclosures in various types of statements are based on the following models:
Model 2:
Model 3:
Model 4:
where variable definitions are given in Table 3 .
In the above regression models, multicollinearity was tested using the variance inflation factor and tolerance levels, and found to be well within the satisfactory range. The results of the regression analysis are presented in Table 6 and are now discussed in terms of tests of each of the hypotheses. Results of the multiple regression analysis in Table 6 report that the adjusted R 2 is 0.725 where the dependent variable is the overall extent of disclosure (DI). H1 predicts that SIZE is significantly positively related to DI. The results in Table 6 reveal a significant relationship. Hence, HI is accepted. From a RDT perspective, these results suggest that larger organizations are using disclosures in annual reports as a communication mechanism as part of their dependency relationship management strategy with the current and potential resource providers. Effective management of inter-organizational relationships is important in ensuring continuous flow of financial and other resources to the NPOs. The significant relationships between SIZE and extent of disclosures in this study infer that comprehensive disclosures in annual reports are paramount in effective management of inter-organizational relationships.
From a capacity factor perspective, larger organizations are expected to have the capacity with regards to the preparation and presentation of their annual reports. Hence, they are more motivated to disclose more comprehensively in their annual reports. This is corroborated by the significant relationships between SIZE and extent of disclosures in the BS, IS and NOTES. In addition, these results indicate that larger NPOs are disclosing more information on a voluntary basis as there is very little reporting requirements for NPOs registered with ROS in Malaysia. The literature on disclosures for-profit organisations operating in the Asia Pacific region suggests that reporting practices promoted by regulatory authorities are more likely to succeed in coercing organisations to provide more comprehensive disclosures in their annual reports (Saxton et al., 2011) . As such, it is expected that the extent of disclosures in annual reports of NPOs will increase with the presence of reporting guidance promoted by the relevant authorities.
H2a predicts that the amount of funds generated from NPOs' activities is significantly positively related to the extent of disclosures in annual reports. Table 6 reported that GF is significantly positively related to DI. Hence, H2 is accepted. These results suggest that these organizations are more likely to be managed as for-profit organizations (Trussels & Parson, 2008) . The focus on generating funds to their organizations provides a possible explanation for the significant and positive relationships between GF and the extent of disclosure in the statement of financial activities (IS). In contrast, GF is not significantly related to the extent of disclosures in the balance sheets (BS). However, the significant relationship between GF and the extent of disclosures in the notes to accounts (NOTES) suggest that the non-profit managers are motivated to disclose certain information in their annual reports to signal that the organizations are managed efficiently for the appropriate charitable purposes. This in turn is expected to result in continuous support by the various stakeholders for the activities engaged by the NPOs to generate funds. The selective disclosure strategy revealed in this study provides further support that the presence of reporting requirements promoted by the relevant authorities can be a mechanism to promote transparency in the non-profit sector.
With regards to funds generated from donations, H2b predicts that the amount of funds generated from donations is significantly positively related to the extent of disclosures in annual reports. Table 6 reported significant and positive relationships between FD and DI. Hence, H2b is accepted. However, results based on the extent of disclosures in other statements revealed that FD is only significantly positively related with IS. A possible explanation is that NPOs consider information in the statement of activities is sufficient to fulfill the donation decisions of their donors. Consistent with results of a pilot study on information needs by institutional donors in Malaysia by Zainon et al. (2011) , donors are concerned with certain types of information in the annual reports of the NPOs. In addition, results in Table 6 also suggest that the proportion of institutional donors in the sample of study is higher as it is expected that these donors are more likely to demand higher disclosure levels due to their knowledge, ability and experience in understanding the financial statements of the NPOs relative to other donors.
H2c predicts that the amount of funds generated from other activities is significantly positively related to the extent of disclosures in annual reports. However, results in Table 6 revealed insignificant relationships between FO and DI as well as the extent of disclosures in BS, IS and NOTES. Hence, H2c is rejected. These results suggest that NPOs with larger proportion of funds generated from other activities are not motivated to provide sufficient information to current or potential donors and to other stakeholders. It is possible that these NPOs are providing very minimal information as required by the current reporting requirements.
Conclusion and Limitations
This study examines the relationships between organizational characteristics of NPOs and the extent of disclosures in their annual reports. The significant positive relationships between size and some types of funds indicate that non-profit managers are using disclosures in annual reports in managing their inter-organizational www.ccsenet.org/ass Asian Social Science Vol. 9, No. 1; 2013 relationships in ensuring continuous flow of financial and other resources to their organisations. In addition, the significant relationships between size and the extent of disclosures in various statements of the annual reports indicate that smaller NPOs need some guidance with regards to the preparation and presentation of their annual reports. Reporting guidance or best practices promoted by regulatory authorities are expected to enhance the transparency of annual reports prepared by smaller NPOs.
The significant positive relationships between certain types of funds and extent of disclosures in some parts of the annual reports indicate selective disclosure strategies by non-profit managers. In other words, NPOs are selecting the information they are willing to communicate to the donors and other stakeholders. In this context, NPOs are more likely to focus on information needs of larger donors. Such information may not fulfil the needs of smaller donors and other stakeholders. These results further indicate the importance of reporting requirements or best practices promoted by the relevant authorities in enhancing meaningful transparency in the non-profit sector.
Overall, the results in this study provide new evidence regarding the current disclosure practices in annual reports as well as the factors influencing the disclosure strategies of non-profit managers. Such findings can be used as a guide in developing the appropriate framework and best practices that can be used to facilitate the preparation and presentation of societies' annual reports. This in turn can enhance the regulators' commitment and effectiveness in regulating and monitoring the NPOs. Overall, the findings provide useful information to regulators in their continuous efforts to improve transparency and accountability in the non-profit sector. Given the centrality of transparency in the context of non-profit accountability, future research can examine other determinants of transparency. Future research can also conduct interviews or surveys in establishing the relevance of specific items of disclosures for each society.
